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The Honorable Bill Lee, Governor
Members of the General Assembly
Members of the Tennessee Local Development Authority
Ladies and Gentlemen:
Transmitted herewith is the financial and compliance audit of the Tennessee Local Development
Authority for the year ended June 30, 2020. You will note from the independent auditor’s report
that an unmodified opinion was given on the fairness of the presentation of the financial statements.
Consideration of internal control over financial reporting and tests of compliance resulted in no
audit findings.
Sincerely,

Katherine J. Stickel, CPA, CGFM, Director
Division of State Audit
21/009

Audit Report

Tennessee Local Development Authority
For the Year Ended June 30, 2020
TABLE OF CONTENTS
Page

Audit Highlights

1

Financial Section
Independent Auditor’s Report

2

Management’s Discussion and Analysis

5

Basic Financial Statements
Statements of Net Position

11

Statements of Revenues, Expenses, and Changes in Net Position

12

Statements of Cash Flows

13

Notes to the Financial Statements

14

Supplementary Information
Supplementary Schedules of Net Position – Program Level

20

Supplementary Schedules of Revenues, Expenses, and Changes in
Net Position – Program Level

21

Supplementary Schedules of Cash Flows – Program Level

22

Internal Control, Compliance, and Other Matters
Independent Auditor’s Report on Internal Control Over
Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in
Accordance With Government Auditing Standards

23

State of Tennessee

Audit Highlights
Comptroller of the Treasury

Division of State Audit

Financial and Compliance Audit

Tennessee Local Development Authority
For the Year Ended June 30, 2020


Opinion on the Financial Statements
The opinion on the financial statements is unmodified.

Audit Findings
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Independent Auditor’s Report
The Honorable Bill Lee, Governor
Members of the General Assembly
Members of the Tennessee Local Development Authority

Report on the Financial Statements
We have audited the accompanying financial statements of the Tennessee Local Development
Authority, a component unit of the State of Tennessee, as of and for the years ended June 30, 2020,
and June 30, 2019, and the related notes to the financial statements, which collectively comprise
the Authority’s basic financial statements as listed in the table of contents.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
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and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion. Tennessee statutes, in addition to audit responsibilities, entrust certain other
responsibilities to the Comptroller of the Treasury. Those responsibilities include serving as a
member of the board of directors of the Tennessee Local Development Authority. We do not
believe that the Comptroller’s service in this capacity affected our ability to conduct an
independent audit of the Authority.
Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Tennessee Local Development Authority as of June 30, 2020, and
June 30, 2019, and the changes in financial position and cash flows thereof for the years then ended
in accordance with accounting principles generally accepted in the United States of America.
Other Matters
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 5 through 10 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, which considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing
the information and comparing the information for consistency with management’s responses to
our inquiries, the basic financial statements, and other knowledge we obtained during our audit of
the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express
an opinion or provide any assurance.
Supplementary Information
Our audits were conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Tennessee Local Development Authority’s basic financial statements.
The accompanying financial information on pages 20 through 22 is presented for purposes of
additional analysis and is not a required part of the basic financial statements. Such information
is the responsibility of management and was derived from, and relates directly to, the underlying
accounting and other records used to prepare the basic financial statements. The information has
been subjected to the auditing procedures applied in the audits of the basic financial statements
and certain additional procedures, including comparing and reconciling such information directly
to the underlying accounting and other records used to prepare the basic financial statements or to
the basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the
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information is fairly stated, in all material respects, in relation to the basic financial statements as
a whole.

Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated January
11, 2021, on our consideration of the Tennessee Local Development Authority’s internal control
over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts (including the bond resolutions) and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Tennessee Local
Development Authority’s internal control over financial reporting and compliance.

Katherine J. Stickel, CPA, CGFM, Director
Division of State Audit
January 11, 2021
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TENNESSEE LOCAL DEVELOPMENT AUTHORITY
Management’s Discussion and Analysis
As management of the Tennessee Local Development Authority, we offer readers of the
Authority’s basic financial statements this narrative overview and analysis of the financial
activities of the Authority for the fiscal years ended June 30, 2020, and June 30, 2019, with
comparative data for the year ended June 30, 2018. This discussion has been prepared by
management along with the financial statements and related note disclosures and should be read
in conjunction with the Independent Auditor’s Report, the audited financial statements, and the
accompanying notes. The financial statements, notes, and this discussion are the responsibility of
management.
Program Activity Highlights
The Authority’s purpose is to provide loans to local government units under the State Loan
Program and the State Infrastructure Program. The table below summarizes this business activity.
Pursuant to Title 4, Chapter 31, Tennessee Code Annotated, the General Assembly of the state
created the Tennessee Local Development Authority to issue bonds and notes to fund capital
projects for a variety of purposes. Currently, the programs of the Authority which have made
loans to borrowers include
1) the State Loan Program, which provides assistance to local government units in the
construction of waterworks, sewage treatment, and energy and/or solid waste recovery
facilities, and
2) the State Infrastructure Program, which provides assistance to local government units in
the construction of transportation infrastructure projects that provide public benefits by
enhancing mobility or safety, promoting economic development, or increasing the quality of
life and general welfare of the public.

Number of borrowers with outstanding loans
Total number of outstanding loans
Total amount of outstanding loans (in thousands)
Number of outstanding loans approved in fiscal year
Amount of loans approved in fiscal year (in thousands)

Local
Government Units
2020
2019
2018
4
5
8
4
7
10
$1,230 $1,494 $1,891
0
0
0
$0
$0
$0

State
Infrastructure
Program
2020 2019 2018
1
1
1
1
1
1
$1,434 $1,490 $1,126
0
0
0
$0
$0
$0

The state is not liable on any debt of the Authority, and the bonds are not a debt of the State of
Tennessee. For more specific financial information on long-term debt activity, see Note 5, Debt
Payable, in the notes to the financial statements.
The financial statements and the analysis provided in the remainder of this report reflect the
financial results of this activity.
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Debt Administration
The Authority’s most long-standing program is its State Loan Program. To date, the State Loan
Program has only been utilized to make loans for the construction of water and sewer projects. A
financial analysis is conducted for each loan applicant to be funded through the State Loan
Program before the application is approved by the Authority. Each local government unit must
demonstrate that it has enacted rates and charges sufficient to repay the debt, as well as to fund
operations, maintenance, and depreciation. The Authority also compares state-shared taxes, which
are pledged by the local government unit, in relation to projected debt service. The Authority is
authorized to intercept these state-shared taxes, should the government unit fail to timely repay its
loan. The balance of any deficit would be secured by the debt service reserve fund and the statutory
reserve fund. The statutory reserve fund is an amount set aside in the fund from appropriations of
the state’s General Assembly from 1985 to 1987, intended to ensure payment of debt service on
debt issued for any purpose under the State Loan Program.
During its construction phase, a project in the State Loan Program is typically funded through the
issuance of Bond Anticipation Notes. When a sufficient dollar amount of projects are completed
to assure an appropriate economy of scale to sell bonds, the Authority may fix the interest rate for
the term of the projects by issuing long-term debt. Interest rates on the State Loan Program
facilities long-term fixed-rate debt range from a low of 4% to a high of 4.375%. By pooling the
financing of their capital needs, management believes that economic efficiencies of a single large
borrowing administered by one agency are achieved. The creditworthiness of both large and small
local government units is blended into one credit resulting in a lower cost of borrowing to most
participants.
At June 30, 2020, the Authority’s State Loan Program is rated AA by Standard & Poor’s Rating
Group (S&P) and AA by Fitch Ratings. On May 28, 2019, S&P placed the AA+ rating on credit
watch with negative implications. The credit watch reflects the decline in the number of
participants in the pool as the program has wound down. On October 1, 2019, S&P subsequently
downgraded the rating to AA and removed the credit watch. The downgrade reflects S&P’s
assessment of the bonds based on the application of its “Issue Credit Ratings Linked to U.S. Public
Finance Obligors’ Creditworthiness” criteria. In general, rating reports include comments about
the Authority’s ongoing commitment to conservative practices, as well as sound legal provisions,
strong state oversight, and an ample debt service reserve as strengths of the credit. Rating agencies
also note that added strengths of the credit of the program are the underlying credit quality of the
local governments receiving loans, the responsibility of the localities to repay loans, and the
Authority’s history of never needing to intercept state-shared taxes or tap the statutory reserve
fund.
The State Infrastructure Fund was created in 2009 with the transfer of the existing state
infrastructure bank, which had been under the administration of the Tennessee Department of
Transportation (TDOT). The following sources can be used to provide additional capitalization to
the fund: appropriations from the state’s General Assembly; federal funds apportioned and
available to the state and approved by TDOT; contributions, donations, and grants from the federal
government or other governmental units or private entities; and principal and interest repayments
from the borrowers. The Authority reviews each loan application to determine the borrower’s
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capability to assure sufficient revenues to operate and maintain the project for its useful life and to
repay the loan. The borrower may pledge its state-shared taxes, its full faith and credit and
unlimited taxing power, or other security as the Authority deems appropriate. No debt may be
issued in order to provide loans to borrowers from the State Infrastructure Fund. The Authority is
charged with the responsibilities of approving loan applications and administering the loans. The
Authority has received and approved one loan application from the fund.
Overview of the Financial Statements
The Authority is a discretely presented component unit of the State of Tennessee and uses
proprietary fund accounting. The financial statements are prepared in accordance with accounting
principles generally accepted in the United States of America using the accrual basis of accounting
and the flow of economic resources measurement focus. This basis recognizes revenues when
earned and expenses at the time liabilities are incurred, regardless of the timing of related cash
flows. Using the economic resources measurement focus, readers are presented information that
allows them to determine the transactions and events that have increased or decreased the total
economic resources for the period.
This discussion and analysis is intended to serve as an introduction to the Authority’s basic
financial statements. The Authority’s basic financial statements consist of two components: 1) the
financial statements and 2) the notes to the financial statements. The financial statements consist
of the statement of net position; the statement of revenues, expenses, and changes in net position;
and the statement of cash flows. The statement of net position reports the Authority’s overall
financial position at June 30, the end of each fiscal year presented. The statement of revenues,
expenses, and changes in net position reports the results of operations for the year. The statement
of cash flows summarizes the inflows and outflows of cash throughout the fiscal year. These
statements are supplemented by notes to the financial statements, which provide information
essential to the reader’s understanding of the financial statements. In addition to the financial
statements and notes, this report also contains supplementary information containing financial
statement information at the program level.
Financial Analysis of the Authority
Standard indicators of financial success are not applicable to the Authority. The financial goal of
the Authority is to provide timely access to the capital markets at the lowest possible cost and to
make creditworthy loans. There have been no incidents which required the Authority to refuse a
loan application due to the inability to obtain capital funding. Also, the Authority has never had
to use the intercept of state-shared taxes, nor has it had to draw from the debt service reserve fund
or the statutory reserve fund in order to pay debt service.
The following is a discussion highlighting certain elements of the Authority’s financial statements.
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Statements of Net Position Summary
(in thousands of dollars)

Current assets
Restricted assets
Other assets
Total assets

2020

2019

2018

$15,993
348
2,377
18,718

$15,363
515
2,663
18,541

$15,115
595
2,628
18,338

26

64

102

455
1,258
1,713

605
1,567
2,172

656
2,026
2,682

$17,031

$16,433

$15,758

Deferred outflows of resources
Current liabilities
Noncurrent liabilities
Total liabilities
Net position (unrestricted)
Note: The Authority owns no capital assets.

For the years ended June 30, 2020; June 30, 2019; and June 30, 2018, the largest component of the
total asset balance is the cash balance. Loans receivable (both current and noncurrent) totaled
$2,663,403 at June 30, 2020; $2,983,522 at June 30, 2019; and $3,017,833 at June 30, 2018.
Restricted assets represent the debt service reserve fund. Other assets decreased from 2019 to
2020 as no new loans were made and payments were received on existing loans receivable. The
Authority’s liabilities consist mostly of the outstanding portion of its bonds payable. No bonds
have been issued since 2006. Bonds payable continues to decrease as bond payments are made.
No Revenue Bond Anticipation Notes were issued during any of the three years presented. The
Authority has not received any loan applications in the current fiscal year and, therefore, has no
plans to issue debt in the immediate future. In the current market, communities who have
previously utilized the program have identified other funding opportunities that better suit their
needs at this time.
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Statements of Revenues, Expenses, and Changes in Net Position Summary
(in thousands of dollars)

Operating Revenues
Revenue from loans
Administrative fees collected
Interest income
Total operating revenues

2020

2019

2018

$100
503
247
850

$121
443
343
907

$111
378
203
692

Operating Expenses
Interest expense
Subsidy to borrowers
Administrative expenses
Total operating expenses

90
7
155
252

108
13
111
232

131
13
111
255

Operating income

598

675

437

$598

$675

$437

Increase in Net Position

The Authority’s operating expenses are supported by revenue received from the borrowers as a
one-time cost of issuance expense not to exceed 2% at the time of permanent financing, interest
on loans, and income on investments. In addition, the Authority has oversight and approval duties
related to loans made from the Clean Water and Drinking Water State Revolving Fund (SRF)
programs. In 2010, the Authority was given statutory authority to charge the SRF borrowers a fee
for the administration of the loans. Therefore, subsequent loans approved are charged an eightbasis point (0.08%) fee on the outstanding balance of the loan over its life. These administrative
fees are recognized by the Authority as operating revenue. Operating expenses include interest
expense on outstanding debt and administrative expenses of the program. A portion of investment
earnings will be returned to borrowers as a subsidy to borrowers upon bond maturity.
Revenue to the Authority decreased from 2019 to 2020 and increased from 2018 to 2019.
Improved market interest rates were responsible for an increase in interest earned on the
Authority’s investments from 2018 to 2019. In 2020, however, interest rates have trended
downward resulting in a decrease in interest earned from 2019 to 2020. The increase in total
operating revenues from 2018 to 2019 is also attributed to administrative fees collected on SRF
program loans. Revenue from loans of the Authority is declining as the State Loan Program winds
down. All of the Authority’s loans are structured such that the borrowers pay level debt service
payments for the life of the loan, meaning that over time the borrowers’ principal payment will
increase, and the interest payment will decrease. Since no new loans have been made, as the
existing loans approach maturity, the interest revenue will trend downward. In addition, as
payments are made on outstanding bonds with no new debt expected to be issued, interest expense
will trend downward. The Authority’s administrative expenses increased from 2019 to 2020 and
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remained the same from 2018 to 2019. The increase in administrative expenses from 2019 to 2020
is attributed to increased administrative costs associated with State Government Finance services.
COVID-19
COVID-19 is not expected to have a significant impact on the Authority’s State Loan Program.
Borrowers that experience financial difficulties can be referred to the state’s utilities boards, which
support municipalities, counties, treatment authorities, water, and wastewater public utilities that
operate water and sewer enterprises by ensuring that they are financially self-supporting.
Additionally, loans are secured by a pledge of system revenues and are further secured by a pledge
of borrower’s state-shared taxes, a security deposit equal to maximum annual debt service, and a
statutory reserve fund. Therefore, sufficient funds are available to meet debt service requirements
on the bonds in the event of a loan default. Moreover, the Comptroller’s Office has taken safety
measures to control the spread of the virus among staff including teleworking opportunities,
enhanced cleaning and disinfecting of office spaces, electronic meetings, and social distancing.
Contacting the Authority’s Management Team
This discussion and analysis is designed to provide our citizens, local government units,
community providers, investors, and creditors with a general overview of the Authority’s finances
and to demonstrate its accountability for the monies it receives. If you have questions about this
report or need additional financial information, contact the Office of State Government Finance,
State of Tennessee, Cordell Hull Building, 425 Fifth Avenue North, Tennessee 37243-3400 or
visit our website at www.comptroller.tn.gov/sl/.
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TENNESSEE LOCAL DEVELOPMENT AUTHORITY
Statements of Net Position
June 30, 2020, and June 30, 2019
(Expressed in Thousands)

Assets
Current assets:
Cash (Note 2)
Receivables:
Loans receivable
Total current assets
Noncurrent assets:
Restricted cash (Notes 2 and 3)
Loans receivable
Total noncurrent assets
Total assets
Deferred outflows of resources
Deferred amount on bond refunding
Liabilities
Current liabilities:
Accrued interest payable
Payable to borrowers (Note 4)
Revenue bonds payable (Note 5)
Total current liabilities
Noncurrent liabilities:
Revenue bonds payable, net (Note 5)
Total noncurrent liabilities
Total liabilities
Net position
Unrestricted (Note 6)
Total net position

June 30, 2020

June 30, 2019

$15,706

$15,042

287
15,993

321
15,363

348
2,377
2,725
18,718

515
2,663
3,178
18,541

26

64

21
149
285
455

27
143
435
605

1,258
1,258
1,713

1,567
1,567
2,172

17,031
$17,031

16,433
$16,433

The notes to the financial statements are an integral part of this statement.
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TENNESSEE LOCAL DEVELOPMENT AUTHORITY
Statements of Revenues, Expenses, and Changes in Net Position
For the Years Ended June 30, 2020, and June 30, 2019
(Expressed in Thousands)
Year Ended
June 30, 2020
Operating revenues
Revenue from loans
Administrative fees collected
Interest income
Total operating revenues

$

Operating expenses
Interest expense
Subsidy to borrowers
Administrative expenses
Total operating expenses
Operating income
Net position
Net position, July 1
Net position, June 30

100
503
247
850

$

121
443
343
907

90
7
155
252
598

108
13
111
232
675

16,433
$17,031

15,758
$16,433

The notes to the financial statements are an integral part of this statement.
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Year Ended
June 30, 2019

TENNESSEE LOCAL DEVELOPMENT AUTHORITY
Statements of Cash Flows
For the Years Ended June 30, 2020, and June 30, 2019
(Expressed in Thousands)
Year Ended
June 30, 2020
Cash flows from operating activities
Payments to service providers
Net cash used by operating activities

$ (155)
(155)

$ (111)
(111)

(435)
(80)
(515)

(495)
(101)
(596)

319
100
503
247
(2)
1,167

(364)
400
121
443
343
943

Cash flows from noncapital financing activities
Principal payments
Interest paid
Net cash used by noncapital financing activities
Cash flows from investing activities
Loans issued
Collections of loan principal
Interest received on loans
Administrative revenue
Interest received on pooled investment fund
Amounts repaid to borrowers
Net cash provided by investing activities
Net increase in cash
Cash, July 1
Cash, June 30
Reconciliation of operating income to net cash
used by operating activities:
Operating income
Adjustments to reconcile operating income to net cash
used by operating activities:
Revenue from loans
Interest income
Interest expense
Subsidy to borrowers
Administrative revenue from borrowers
Total adjustments
Net cash used by operating activities

497
15,557
$16,054

236
15,321
$15,557

$

$

598

(100)
(247)
90
7
(503)
(753)
$ (155)

The notes to the financial statements are an integral part of this statement.
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Year Ended
June 30, 2019

675

(121)
(343)
108
13
(443)
(786)
$ (111)

TENNESSEE LOCAL DEVELOPMENT AUTHORITY
Notes to the Financial Statements
June 30, 2020, and June 30, 2019
Note 1.

Summary of Significant Accounting Policies

Reporting Entity
The Tennessee Local Development Authority was created to provide financial assistance to local
governments through the issuance of revenue bonds or notes. The Authority has also issued bonds
to assist nonprofit corporations in the construction of mental health, mental retardation, or alcohol
and drug facilities.
The Authority is a component unit of the State of Tennessee and is a separate legal entity. In
accordance with the Governmental Accounting Standards Board’s (GASB) Statement 14, The
Financial Reporting Entity, as amended, the Authority is discretely presented in Tennessee’s
Comprehensive Annual Financial Report because the Authority’s board consists of state officials
which include the Governor, the Secretary of State, the Comptroller of the Treasury, the State
Treasurer, the Commissioner of Finance and Administration, a State Senate appointee, and a State
House appointee. The Governor serves as chairman, and the Secretary of State serves as vice
chairman. The Comptroller of the Treasury serves as secretary. The Director of the Office of
State Government Finance serves as the assistant secretary; the Office of State Government
Finance provides administrative and financial services to the Authority. Therefore, the state has
the ability to affect the day-to-day operations of the Authority.
The Authority does not have any employees. The members serve without salary but are entitled
to reimbursement for their actual and necessary expenses incurred in the performance of their
official duty.
Basis of Presentation
The accompanying financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America as prescribed by the Governmental
Accounting Standards Board (GASB).
Measurement Focus and Basis of Accounting
The accompanying financial statements have been prepared using the accrual basis of accounting
and the flow of economic resources measurement focus. Under this basis, revenues are recorded
when earned, and expenses are recorded at the time liabilities are incurred, regardless of the timing
of related cash flows.
The Tennessee Local Development Authority distinguishes operating revenues and expenses from
nonoperating items. Operating revenues and expenses generally result from providing services
and producing and delivering goods in connection with principal ongoing operations. The
Authority’s principal operation is to provide loans to local governments through the issuance of
revenue bonds or notes. Therefore, the principal operating revenues of the Authority are from
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Notes to the Financial Statements (Continued)
interest on loans made to borrowers. The Authority also recognizes income on investments as
operating revenue. The Authority’s operating expenses include interest paid on borrowings,
subsidies to borrowers, bond issuance costs, arbitrage, and administrative expenses. All revenues
and expenses not meeting this definition are reported as nonoperating revenues and expenses.
Cash
This classification includes cash on hand and deposits in the State Pooled Investment Fund
administered by the State Treasurer.
Bond Discounts, Bond Premiums, and Issuance Costs
Bond discounts and premiums are deferred and amortized over the life of the bonds using the
straight-line method. Bonds payable are reported net of the applicable unamortized bond discounts
and premiums. Bond issuance costs are expensed when incurred.

Note 2.

Deposits

Under the general bond resolution of the Tennessee Local Development Authority, the funds of
the Authority are to be held and invested by the State Treasurer.
The Authority does not utilize its own bank accounts but has cash on deposit for its operating cash
purposes in the State Pooled Investment Fund administered by the State Treasurer. The Authority
had $16,055,309 in the pooled investment fund at June 30, 2020, and $15,557,957 at June 30,
2019. The pooled investment fund is authorized by statute to invest funds in accordance with
policy guidelines approved by the State Funding Board. The funds are very liquid; there are no
minimum amounts or lengths of time for investment. The fund is not rated by a nationally
recognized statistical rating organization. The fund’s investments are measured at amortized cost.
Its investment policy and required risk disclosures are presented in the State of Tennessee’s
Treasurer’s Report. The report is posted on the state’s website at https://treasury.tn.gov/.

Note 3. Restricted Assets
The general bond resolution of the Authority requires that the principal of each bond issue include
an amount equal to one year’s debt service requirement and that such amount be placed in special
trust accounts with the trustee. The required debt service reserve was $348,290 at June 30, 2020,
and $515,690 at June 30, 2019.

Note 4. Payable to Borrowers
This account represents interest earnings on restricted assets and loan principal that is being held
until the bonds mature and then will be refunded to borrowers.
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Notes to the Financial Statements (Continued)
Note 5. Debt Payable
Revenue Bonds
Bonds payable at June 30, 2020, and June 30, 2019, were as follows (expressed in thousands):

2006 Refunding Series A at interest rates of 4% maturing to
2021 (original par-$20,070)

June 30, 2020

June 30, 2019

$ 75

$ 310

2006 Series B at interest rates from 4% to 4.375% maturing to
2029 (original par-$37,415)

1,460

1,660

Total par amount of bonds payable

1,535

1,970

Plus unamortized premium

16

40

Less unamortized discount

(8)

(8)

$1,543

$2,002

Net bonds payable

Debt service requirements to maturity of the revenue bonds payable at June 30, 2020, were as
follows (expressed in thousands):
For the Year(s)
Ending June 30
2021
2022
2023
2024
2025
2026–2029
Total

Principal
$ 285
220
230
240
245
315

Interest
$ 63
52
43
34
24
18

Total
$ 348
272
273
274
269
333

$1,535

$234

$1,769

Changes in long-term debt payable for the year ended June 30, 2020, were as follows (expressed
in thousands):
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Notes to the Financial Statements (Continued)
Balance
July 1, 2019
Revenue bonds payable
Less: unamortized bond
discount
Add: unamortized bond
premium

$1,970

Total bonds payable

Amounts
Balance
Due Within
Deletions June 30, 2020 One Year

Additions
$-

$435

$1,535

$285

(8)

-

-

(8)

-

40

-

24

16

-

$2,002

$-

$459

$1,543

$285

Changes in long-term debt payable for the year ended June 30, 2019, are as follows (expressed in
thousands):
Balance
July 1, 2018
Revenue bonds payable
Less: unamortized bond
discount
Add: unamortized bond
premium

$2,465

Total bonds payable

Amounts
Balance
Due Within
Deletions June 30, 2019 One Year

Additions
$-

$495

$1,970

$435

(9)

-

(1)

(8)

-

65

-

25

40

-

$2,521

$-

$519

$2,002

$435

Events of Default
Debt under the Tennessee Local Development Authority State Loan Program is secured by
monthly payments of principal and interest made by local governments in accordance with the
loan agreements. Under these loan agreements, local governments agree to levy fees, rates, or
charges for services provided by the project and/or ad valorem taxes sufficient to pay debt service
requirements. Additional security includes a pledge of state-shared taxes, a debt service reserve,
and a statutory reserve.
Upon event of default, the General Bond Resolution empowers the trustee to institute any action
or proceedings of law or equity for the collection of all payments due and unpaid under a loan
agreement and to require the Authority to withhold state-shared taxes to the extent permitted by
law and the terms of the loan agreement. In the event a local government should fail to make a
timely and full payment with respect to the loan agreement, the Secretary or Assistant Secretary
to the Authority will notify the Commissioner of Finance and Administration (the Commissioner)
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that the local government has failed to pay loan repayments due and payable with respect to a
project and pursuant to the loan agreement and request the Commissioner to notify the local
government of the default. The Commissioner shall deliver written notice by certified mail to the
local government of such failure within 5 days of such failure. In the event the local government
unit fails to remit the required payment or payments within 60 days of receipt of such notice, the
Commissioner shall, without further authorization, withhold such sum or part of such sum from
the state-shared taxes to make the local government current with respect to the unpaid loan. The
balance of any deficit would be secured first by the debt service reserve and then the statutory
reserve.
Upon the event of default of principal and interest due on bonds or notes, the Authority shall notify
the trustee of such event and the corrective action, if any, the Authority intends to take. Upon the
occurrence of an event of default of which the trustee has actual knowledge and at all times
thereafter while such default shall continue, the trustee shall become vested with all the estate,
property, rights, trusts, duties, and obligations of the trustee and shall take possession or
supervision over the funds and account created under the General Bond Resolution and collect and
receive all revenues and other monies in the same manner as the Authority and shall act in place
of the Authority in the exercise of all rights and duties. The trustee shall give written notice by
mail to all the registered holders of the bonds within 60 days after having obtained actual
knowledge of default. Upon the occurrence and continuance of an event of default, the trustee (1)
for and on behalf of the holders of the bonds, shall have the same rights which are possessed by
the bondholders; (2) shall be authorized to proceed, in its own name and as trustee of an express
trust; (3) may pursue any available remedy by action at law or suit in equity to enforce the payment
of principal and interest and premium, if any, on the bonds; (4) may file such proofs of claim and
other papers or documents as may be necessary; and (5) may, and upon written request of the
holders of the bonds of not less than a majority in principal amount of the bonds then outstanding
shall proceed to protect and enforce all rights of the bondholders and the trustee as permitted by
the General Bond Resolution and the laws of the State of Tennessee.

Note 6. Statutory Reserve
The statutory reserve is an amount set aside in the fund intended to ensure payment of the required
annual debt service (principal and interest) for municipalities in the event of a default that have
insufficient state-shared taxes available to the Authority to withhold. Per review of the General
Bond Resolution, it was determined that this amount should be classified as unrestricted net
position. The statutory reserve was funded at $3 million from appropriations of the state’s General
Assembly from 1985 to 1987. As of June 30, 2020, the statutory reserve balance was $3,304,657.
As a part of the application process, each loan applicant pledges its available state-shared taxes,
giving the Authority the authorization to intercept these state-shared taxes, should the local
government unit fail to repay timely its loan. An analysis is conducted to compare this state-shared
tax amount to projected maximum annual debt service. The balance of any deficit would be
secured first by the debt service reserve and then the statutory reserve. Of the Authority’s current
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borrowers, Mount Carmel was the only borrower with a deficit. Maximum annual debt service for
Mount Carmel is $130,372. This loan, which is a part of the 2006 Refunding Series A bonds,
matured in February 2020. The bonds have a final maturity of March 2021.

Note 7. State Infrastructure Fund
The Tennessee Transportation State Infrastructure Fund was created pursuant to Section 4-311201, Tennessee Code Annotated. The State Infrastructure Program provides assistance to local
government units in the construction of transportation infrastructure projects that provide public
benefits by enhancing mobility or safety, promoting economic development, or increasing the
quality of life and general welfare of the public. In fiscal years 2020 and 2019, no loans were
approved.

Note 8. Bond Rating
On May 28, 2019, S&P Global Ratings placed the Authority’s AA+ rating on its outstanding bonds
on a credit watch. The placement reflects the decline to below 10 in the number of borrowers in
the loan pool as the program winds down. On October 1, 2019, S&P Global Ratings lowered its
rating to AA and removed the rating from the credit watch.
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TENNESSEE LOCAL DEVELOPMENT AUTHORITY
Supplementary Schedules of Net Position - Program Level
June 30, 2020, and June 30, 2019
(Expressed in Thousands)
June 30, 2020
State Loan
Programs
Assets
Current assets:
Cash
Receivables:
Loans receivable
Total current assets
Noncurrent assets:
Restricted cash
Loans receivable
Total noncurrent assets
Total assets
Deferred outflows of resources
Deferred amount on bond refunding
Liabilities
Current liabilities:
Accrued interest payable
Payable to borrowers
Revenue bonds payable
Total current liabilities
Noncurrent liabilities:
Revenue bonds payable, net
Total noncurrent liabilities
Total liabilities
Net position
Unrestricted
Total net position

$14,782

State
Infrastructure
Loan Program
$

June 30, 2019

Total

State Loan
Programs

State
Infrastructure
Loan Program

Total

$

825

$15,042

924

$15,706

$14,217

224
15,006

63
987

287
15,993

264
14,481

57
882

321
15,363

348
1,006
1,354
16,360

1,371
1,371
2,358

348
2,377
2,725
18,718

515
1,230
1,745
16,226

1,433
1,433
2,315

515
2,663
3,178
18,541

26

-

26

64

-

64

21
149
285
455

-

21
149
285
455

27
143
435
605

-

27
143
435
605

1,258
1,258
1,713

-

1,258
1,258
1,713

1,567
1,567
2,172

-

1,567
1,567
2,172

14,673
$14,673

2,358
$2,358

17,031
$17,031

14,118
$14,118

2,315
$2,315

16,433
$16,433
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TENNESSEE LOCAL DEVELOPMENT AUTHORITY
Supplementary Schedules of Revenues, Expenses, and Changes in Net Position - Program Level
For the Years Ended June 30, 2020, and June 30, 2019
(Expressed in Thousands)
Year Ended June 30, 2020

Operating revenues
Revenue from loans
Administrative fees collected
Interest income
Total operating revenues
Operating expenses
Interest expense
Subsidy to borrowers
Administrative expenses
Total operating expenses
Operating income
Net position
Net position, July 1
Net position, June 30

State Loan
Programs

State
Infrastructure
Loan Program

$

$

72
501
234
807

28
2
13
43

Year Ended June 30, 2019

Total
$

100
503
247
850

State Loan
Programs

State
Infrastructure
Loan Program

$

$

97
441
322
860

24
2
21
47

Total
$

121
443
343
907

90
7
155
252
555

43

90
7
155
252
598

108
13
111
232
628

47

108
13
111
232
675

14,118
$14,673

2,315
$2,358

16,433
$17,031

13,490
$14,118

2,268
$2,315

15,758
$16,433
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TENNESSEE LOCAL DEVELOPMENT AUTHORITY
Supplementary Schedules of Cash Flows - Program Level
For the Years Ended June 30, 2020, and June 30, 2019
(Expressed in Thousands)
Year Ended June 30, 2020
State Loan
Programs
Cash flows from operating activities
Payments to service providers
Net cash used by operating activities

$ (155)
(155)

Year Ended June 30, 2019

State
Infrastructure
Loan Program
$

Total

-

$ (155)
(155)

$ (111)
(111)
(495)
(101)
(596)

Cash flows from noncapital financing activities
Principal payments
Interest paid
Net cash used by noncapital financing activities

(435)
(80)
(515)

-

(435)
(80)
(515)

Cash flows from investing activities
Loans issued
Collections of loan principal
Interest received on loans
Administrative revenue
Interest received on pooled investment fund
Amounts repaid to borrowers
Net cash provided by (used by) investing activities

263
72
501
234
(2)
1,068

56
28
2
13
99

319
100
503
247
(2)
1,167

Net increase (decrease) in cash
Cash, July 1
Cash, June 30
Reconciliation of operating income to net
cash used by operating activities:
Operating income
Adjustments to reconcile operating income to net cash
used by operating activities:
Revenue from loans
Interest income
Interest expense
Subsidy to borrowers
Administrative revenue from borrowers
Total adjustments
Net cash used by operating activities

State Loan
Programs

State
Infrastructure
Loan Program
$

Total

-

$ (111)
(111)

-

(495)
(101)
(596)

400
97
441
322
1,260

(364)
24
2
21
(317)

(364)
400
121
443
343
943

398
14,732
$15,130

99
825
$ 924

497
15,557
$16,054

553
14,179
$14,732

(317)
1,142
$ 825

236
15,321
$15,557

$

$ 43

$

$

$

$

(28)
(13)
(2)
(43)
$ -

(100)
(247)
90
7
(503)
(753)
$ (155)

555

(72)
(234)
90
7
(501)
(710)
$ (155)
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598

628

(97)
(322)
108
13
(441)
(739)
$ (111)

47

(24)
(21)
(2)
(47)
$
-

675

(121)
(343)
108
13
(443)
(786)
$ (111)

Independent Auditor’s Report on Internal Control Over
Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in
Accordance With Government Auditing Standards
The Honorable Bill Lee, Governor
Members of the General Assembly
Members of the Tennessee Local Development Authority
We have audited the financial statements of the Tennessee Local Development Authority, a
component unit of the State of Tennessee, as of and for the year ended June 30, 2020, and the
related notes to the financial statements, which collectively comprise the Authority’s basic
financial statements, and have issued our report thereon dated January 11, 2021. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting
In planning and performing our audit of the financial statements, we considered the Authority’s
internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Authority’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Authority’s
internal control.
A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.
Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
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material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Authority’s financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, and contracts (including the bond resolutions), noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

Purpose of This Report
The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Katherine J. Stickel, CPA, CGFM, Director
Division of State Audit
January 11, 2021
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